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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as  a  means  of  summarizing   the   recommendations 
contained   in   the   report  and   the  audited   agency's   reply. 


Recommendation   #1 

A.  We   recommend   MSDB   comply   with   the  budget 
amendment   process. 

Agency   Response:      Concur.      See  page  28. 

B.  We  recommend  MSDB  charge  expenditures  to  the 
proper  program  and  budget  category. 

Agency   Response:      Concur.      See  page  28. 

Recommendation  #2 

A.  We  recommend  MSDB   request  a  budget  amendment 
to  replace  general   fund  appropriations  with  a 
nongeneral    fund   appropriation   of  available  cash 

in   the  special    foods,    interest  and   income,   and 
athletics  operations. 

Agency   Response:      Concur.      See   page   28. 

B.  We   recommend  MSDB   record   receipts  from  athletic 
events   in   the  school's  other   special    revenue 
fund  account. 

Agency   Response:      Concur.      See  page  29. 

Recommendation   #3 

We   recommend  MSDB   require  advance  payment  in 
accordance  with   state  law  before  admitting   non- 
resident students. 

Agency   Response:      Concur.      Sec   page   29. 

Recommendation   #4 

We   recommend   MSDB   tag   all   property   items   in   accordance 
with   state   policy. 

Agency   Response:      Concur.      See  page  29. 

Recommendation   #5 

A.       We   recommend  MSDB  ensure  transactions   input   by 
other  agencies  are  correct. 

Agency   Response:      Concur.      See   page   29. 
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SUMMARY   OF    RECOMMENDATIONS 

Page 

B.  We   recommend  MSDB  establish  accruals  and  deferrals 
of  federal   grant   revenue  on   the  accounting   system. 

Agency    Response:      Concur.      See   page  29.  6 

C.  We  recommend  MSDB   seek   reimbursement  for  federal 
grants  to  the  fullest  extent  possible. 

Agency   Response:      Concur.      See  page  29.  6 

Recommendation   #6 

We   recommend   MSDB   work   with   the   Board  of  Public 
Education   to  establish   an   arms   length   relationship 
with   the   Foundation. 

Agency    Response:      Concur.      See  page  30.  7 

Recommendation   #7 

We   recommend   MSDB    record   the   receipt  of  donations  and 
expenditure  of  Foundation  money  on  the  accounting 
records  in  the  other  special   revenue  fund. 

Agency   Response:      Concur.      See  page  30.  8 

Recommendation   #8 

We  recommend  MSDB   review  uncleared  collections  at  fiscal 
year-end  to  ensure   revenue  is  recorded   in  the  proper  year. 

Agency   Response:      Concur.      See  page   30.  8 

Recommendation   #9 

We   recommend   MSDB   work   with  audiology  contractors   to 
determine  ownership  of  audiology   equipment  purchased 
prior   to   fiscal    year   1979-80. 

Agency   Response:      Concur.      See  page  30.  9 

Recommendation  #10 

We   recommend  MSDB   update  the  student  account  fund  on 
its  primary  accounting   records  at  fiscal  year-end  to 
reflect  the  subsidiary  balances  of  moneys  held   in 
trust  for  students. 


Agency   Response:      Concur.      See  page  30, 
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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Montana  State 
School  for  the  Deaf  and  Blind  (MSDB)  for  the  two  fiscal  years 
ended  June  30,  1984,  The  objectives  of  the  audit  were  to:  1)  deter- 
mine if  the  school's  financial  schedules  present  fairly  the  results  of 
operations  for  the  two  fiscal  years  then  ended  June  30,  1984; 
2)  determine  if  the  school  complied  with  applicable  laws  and  regu- 
lations; and  3)  make  recommendations  for  the  improvement  in  the 
management  and   internal   controls  of  the   school. 

This  report  contains  ten  recommendations  to  the  school. 
These  recommendations  address  areas  where  the  school  can  improve 
management,  internal  control,  financial  reporting,  and  compliance 
with  laws  and  regulations.  Other  areas  of  concern  deemed  not  to 
have  a  significant  effect  on  the  successful  operations  of  the  school 
programs  are  not  specifically  included  in  the  report,  but  have 
been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We  thank  the  superintendent  and  his  staff  for  their  coopera- 
tion  and  assistance   during   the  audit. 

BACKGROUND 

The  Montana  State  School  for  the  Deaf  and  Blind  was  founded 
in  1893  as  part  of  the  Montana  State  Training  School  at  Boulder. 
In  1937  the  school  was  transferred  to  Great  Falls  and  was  estab- 
lished as  a  separate  and  independent  institution  of  the  state  of 
Montana.  It  is  under  the  general  supervision,  direction,  and 
control   of  the   Board  of  Public   Education. 

The  purpose  of  the  school  is  to  educate  children  whose  hear- 
ing or  sight  is  so  defective  they  cannot  be  successfully  taught  in 
the  public  schools  of  the  state.  The  school  currently  has  approxi- 
mately 73  children  who  live  on  campus.  An  additional  57  children 
reside     in     the     Great     Falls     area     and     attend     the     school     as     day 


students.  The  school  serves  deaf  and  blind  children  throughout 
the  state  through  its  itinerant  teacher  program.  This  program 
includes  four  resource  consultants  who  travel  throughout  the  state 
to  consult  with   parents  and  teachers  of  deaf  and  blind  children. 

The  school  spent  $2.36  million  during  fiscal  year  1982-83  and 
$2.83  million  during  fiscal  year  1983-84.  School  expenditures  are 
accounted  for  through  six  programs:  administration,  general 
services,  education,  student  services,  audiology,  and  donated 
funds. 

STATE   COMPLIANCE 

We  reviewed  compliance  with  state  laws  and  regulations  that 
could  have  a  material  impact  on  the  financial  schedules  of  the 
school.  In  our  opinion,  except  for  the  instances  of  noncompliance 
identified  below,  the  school  complied  with  state  laws  and  regula- 
tions tested.  Nothing  came  to  our  attention  that  causes  us  to 
believe  untested  compliance  items  are  not  in  accordance  with  appli- 
cable laws  and   regulations. 

Budget  Amendments 

In  fiscal  year  1982-83  MSDB  improperly  charged  payroll 
expenditures  to  the  student  services  appropriation  until  a  budget 
amendment  was  obtained  for  the  proper  appropriation.  The  expen- 
ditures were  charged  back  to  the  correct  appropriation  the  next 
month.  Section  17-8-103,  MCA,  requires  budget  amendments  to  be 
approved    in   advance  of  anticipated  expenditures. 

We  also  noted  an  instance  in  fiscal  year  1983-84  where  MSDB 
improperly  abated  some  expenditures  out  of  one  General  Fund 
appropriation  and  charged  them  to  another  General  Fund  appro- 
priation for  student  services  costs.  Section  14  of  House  Bill  447, 
laws  of  1983,  specifies  a  separate  appropriation  limit  for  various 
General  Fund  costs.  Section  8  of  House  Bill  447  allows  program 
transfers  up  to  5  percent  of  the  agency  budget  if  they  are  ap- 
proved by  the  Office  of  Budget  and  Program  Planning.  Before 
MSDB     reaches    an    appropriation     limit    on     line    item    expenditures. 


they  sliould  seek  a  budget  amendment  rather  than  transferring 
costs  between  appropriations  in  order  to  accurately  report  expen- 
ditures  in   the   program  or  category   in   which   they  occurred. 

RECOMMENDATION  #1 
WE  RECOMMEND  MSDB: 

A.  COMPLY  WITH  THE  BUDGET  AMENDMENT  PROCESS. 

B.  CHARGE  EXPENDITURES  TO  THE  PROPER  PROGRAM 
AND  BUDGET  CATEGORY. 


General    Fund   Expenditures 

During  our  audit,  we  noted  three  areas  where  MSDB  had 
excess  revenue  collections  in  the  Special  Revenue  Fund  which 
could  be  used  to  offset  General  Fund  appropriations.  They  are 
discussed   in   the   following   two   paragraphs. 

In  1982-83  and  1983-84,  collections  exceeded  appropriations 
for  special  foods  and  interest  and  income  by  approximately  $30,000. 
Special  foods  funds  are  used  in  the  student  services  program,  and 
interest  and  income  funds  are  spent  in  the  education  program. 
Both  these  programs  also  have  General  Fund  appropriations. 
Section  17-8-202,  MCA,  requires  expenditures  to  be  charged 
against  non-General  Fund  moneys  whenever  possible  before  using 
General  Fund  appropriations.  As  MSDB  had  unappropriated 
non-General  Fund  cash  available  to  replace  General  Funds,  it 
should  have  requested  a  budget  amendment  to  replace  General 
Fund  authority  with  non-General  Fund  authority.  This  same 
problem  was   noted   in   the  prior  audit. 

In  another  related  area,  MSDB  collected  approximately  $6,000 
of  revenue  per  year  from  ticket  sales  to  athletic  events  held  at  the 
school  during  each  fiscal  year  audited.  MSDB  has  an  Other  Special 
Revenue  Fund  account  on  the  accounting  system  for  the  moneys 
but  recorded  the  revenue  from  these  sales  in  the  Federal  Special 
Revenue  Fund.  This  money  is  not  from  federal  sources  and  it 
should  be  recorded  in  the  school's  Other  Special  Revenue  Fund 
account.      In   addition,    the   school   did   not   spend   these  non-General 


Fund  moneys  for  the  athletic  program  before  spending  General 
Fund  moneys.  Athletic  revenues  help  support  the  education 
program  and   the  cash   should   be   used   before   General    Fund   moneys. 

RECOMMENDATION  #2 
WE  RECOMMEND  MSDB: 

A.  REQUEST  A  BUDGET  AMENDMENT  TO  REPLACE  GENERAL 
FUND  APPROPRIATIONS  WITH  A  NONGENERAL  FUND 
APPROPRIATION  OF  AVAILABLE  CASH  IN  THE  SPECIAL 
FOODS,   INTEREST   AND   INCOME,   AND   ATHLETICS 
OPERATIONS. 

B.  RECORD  RECEIPTS  FROM  ATHLETIC  EVENTS  IN  THE 
SCHOOL'S  OTHER  SPECIAL  REVENUE  FUND  ACCOUNT. 


Nonresident  Students 

Section  20-8-107,  MCA,  states  deaf  and  blind  children  who 
are  not  residents  of  the  state  of  Montana  may  be  admitted  to  the 
school,  provided  that  for  each  nonresident  child,  there  shall  be 
paid  to  the  school  in  advance,  a  sum  of  money  for  the  estimated 
cost  of  caring  for  and  educating  the  student.  MSDB  admitted  a 
nonresident  student  without  receiving  an  advance  payment  from  the 
other  state.  MSDB  officials  said  they  have  submitted  a  contract 
for  care  and  services  costs  to  the  other  state  but  have  not  yet  re- 
ceived  reimbursement. 

RECOMMENDATION   #3 

WE  RECOMMEND  MSDB  REQUIRE  ADVANCE  PAYMENT  IN 
ACCORDANCE  WITH  STATE  LAW  BEFORE  ADMITTING  NON- 
RESIDENT  STUDENTS. 


Property  Tags 

The  Property  Accountability  Management  System  (PAMS) 
policies  require  that  all  major  equipment  be  identified  with  prop- 
erty  tags.      Some  equipment  and    furniture   in    use  at   the   school    was 


not  tagged.  MSDB  officials  said  personnel  have  not  had  time  to 
tag  new  equipment  purchases.  To  ensure  proper  physical  con- 
trols, all  equipment  and  furniture  should  have  identifying  tag 
numbers.  Lack  of  property  tags  was  noted  as  being  a  problem  in 
the  prior  audit. 

RECOMMENDATION   #a 

WE    RECOMMEND    MSDB    TAG    ALL    PROPERTY     ITEMS    IN    AC- 
CORDANCE WITH    STATE   POLICY. 


ACCOUNTING    ISSUES 

Several  issues  from  our  audit  of  MSDB  relate  to  accounting 
problems.      These   issues  are  discussed   in   the  following   sections. 

Transactions   Entered   by   Other  Agencies 

MSDB  attempted  to  record  indirect  cost  reimbursement  reve- 
nue in  the  General  Fund  at  fiscal  year-end  1983-84  for  the  Chap- 
ter I  grant.  This  grant  provides  financial  assistance  to  meet 
special  education  needs  of  disadvantaged  children.  The  no-warrant 
transfer  recording  the  revenue  was  sent  to  the  Office  of  Public 
Instruction  (OPI)  for  approval  before  being  entered  into  the 
accounting  system.  Officials  at  OPI  changed  the  coding  of  the 
document  to  record  revenue  in  the  Special  Revenue  Fund  and  did 
not  process  the  transaction  until  fiscal  year  1984-85.  The  change 
in  coding  and  late  processing  of  the  transaction  caused  revenue  to 
be  understated  in  the  General  Fund  in  fiscal  year  1983-84  and 
overstated  in  the  Special  Revenue  Fund  in  fiscal  year  1984-85  by 
$15,870. 

At  fiscal  year  end  1983-84,  the  Department  of  Administration, 
Accounting  Division,  cleared  out  fund  balance  in  the  Federal 
Special  Revenue  Fund  by  setting  up  a  net  revenue  deferral  for 
MSDB's  federal  grants.  A  separate  receivable  or  deferral  was  not 
set  up  for  each  grant.  Although  the  combined  effect  of  this 
transaction    on    revenue    is    zero,    accounts    receivable    and    deferred 


revenue    are    understated    on    SBAS    by    $5,594    and    $4,205,    respec- 
tively. 

MSDB  should  periodically  review  the  accounting  records  to 
ensure  all  transactions  entered  by  the  school  and  other  agencies 
are  processed  correctly. 

Federal   Grant   Reimbursement 

MSDB  was  awarded  $23,667  for  the  Title  VI  C  grant  in  fiscal 
year  1982-83,  This  grant  provides  special  assistance  to  deaf  or 
blind  children  through  development  of  an  individual  education 
plan.  The  school  made  expenditures  of  $23,597  during  the  year 
but  only  collected  $22,555  for  the  grant.  MSDB  officials  stated  the 
$1,042  difference  is  for  expenditures  made  during  the  fiscal  year- 
end  1982-83  cutoff  period  which  they  failed  to  take  into  account 
when  requesting  reimbursement.  Because  MSDB  did  not  collect 
federal  reimbursement  for  the  $1,042  of  expenditures,  the  state 
was   forced   to   pay   for  them   with   General    Fund   moneys. 

As  discussed  in  the  previous  subsection,  separate  federal 
grant  accruals  and  deferrals  of  revenue  were  not  set  up  at  year- 
end.  At  year-end,  MSDB  should  establish  accruals  and  deferrals 
of  revenue  and  monitor  reimbursement  requests  to  ensure  all 
eligible  grant  expenditures  are  claimed. 

RECOMMENDATION   #5 
WE   RECOMMEND   MSDB: 

A.  ENSURE    TRANSACTIONS     INPUT     BY    OTHER    AGENCIES 
ARE   CORRECT. 

B.  ESTABLISH     ACCRUALS    AND     DEFERRALS    OF    FEDERAL 
GRANT    REVENUE  ON   THE  ACCOUNTING   SYSTEM. 

C.  SEEK    REIMBURSEMENT    FOR    FEDERAL   GRANTS    TO    THE 
FULLEST   EXTENT   POSSIBLE. 


Foundation   Structure 

The  Montana  School  for  the  Deaf  and  Blind  Foundation  is  a 
nonprofit  corporation.  Directors  of  the  foundation  are  appointed 
by  the  Board  of  Public  Education.  The  articles  of  incorporation 
for  the  foundation  state  there  shall  be  not  less  than  seven  nor 
more  than  fifteen  directors  of  the  corporation.  The  articles  fur- 
ther require  one  of  the  directors  to  be  a  member  of  the  Board  of 
Public  Education,  and  a  second  director  to  be  the  MSDB  superinten- 
dent. 

The  foundation  has  a  checking  account  at  a  Great  Falls  bank 
from  which  the  superintendent,  in  his  capacity  as  director,  is 
authorized  to  write  checks  for  up  to  $2,500.  Expenditures  over 
$2,500  require  approval  by  the  foundation  board.  The  bank 
account  is  reconciled  by  the  MSDB  business  manager,  who  also 
transfers  money  from  the  foundation  investment  accounts  to  the 
checking   account. 

Because  of  the  close  relationship  with  and  control  the  Board 
of  Public  Education  and  the  school  have  over  the  foundation,  there 
is  a  potential  liability  to  the  state  as  the  transactions  are  not  at 
arms  length.  The  Board  of  Public  Education  should  consider 
requesting  the  foundation  by  laws  be  changed  in  order  to  limit  this 
potential  conflict. 

RECOMMENDATION    #6 

WE  RECOMMEND  MSDB  WORK  WITH  THE  BOARD  OF  PUBLIC 
EDUCATION  TO  ESTABLISH  AN  ARMS  LENGTH  RELATION- 
SHIP WITH   THE   FOUNDATION. 


Foundation   Accounting   Activity 

In  June  1984  MSDB  transferred  the  assets  of  the  school's 
foundation  from  the  state  treasury  to  a  private  investment  firm 
under  authority  of  section  20-8-11,  MCA.  Donations  received  by 
the    school    since   June   are    sent    directly    to    the    investment    firm    to 


be  deposited  in  the  foundation  account.  This  activity  is  not 
recorded  on  the  school's  accounting   records. 

When  MSDB  transferred  the  assets  to  the  foundation,  it 
abated  current  and  prior  year  revenue  for  the  amount  of  assets 
held.  MSDB  made  the  transfer  based  on  a  letter  from  the  Depart- 
ment of  Administration's  Accounting  Division.  Because  the  founda- 
tion is  a  separate  entity,  a  more  proper  treatment  would  have  been 
to  record  the  transfer  of  these  assets  as  expenditures  rather  than 
abating   revenue. 

If  the  foundation  donates  an  asset  to  the  school,  it  should  be 
recorded  at  fair  market  value  on  MSDB's  books.  The  school 
should  also  record  the  receipt  of  donations  given  to  the  school  on 
its  accounting    records  as   revenue. 

RECOMMENDATION    #7 

WE  RECOMMEND  MSDB  RECORD  THE  RECEIPT  OF  DONA- 
TIONS AND  EXPENDITURE  OF  FOUNDATION  MONEY  ON  THE 
ACCOUNTING  RECORDS  IN  THE  OTHER  SPECIAL  REVENUE 
FUND. 


Uncleared   Collections 

In  fiscal  year  1982-83  MSDB  recorded  $8,952  of  investment 
earnings  on  donated  funds  which  should  liave  been  recognized  as 
fiscal  year  1981-82  revenue.  This  $8,952  was  the  balance  of 
uncleared  collections  at  the  beginning  of  fiscal  year  1982-83.  State 
policy  requires  the  balance  in  uncleared  collections  to  be  zero 
before  year-end  to  ensure  revenue  is  accurately  recorded.  This 
misstatement  overstates  fiscal  year  1982-83  revenue  and  under- 
states fiscal   year  1981-82   revenue  by  $8,952. 


RECOMMENDATION    #8 

WE  RECOMMEND  MSDB  REVIEW  UNCLEARED  COLLECTIONS 
AT  FISCAL  YEAR-END  TO  ENSURE  REVENUE  IS  RECORDED 
IN    THE    PROPER   YEAR. 


Audiology   Equipment 

On  July  1,  1983,  the  school  assumed  responsibility  for  an 
audiology  program.  Through  this  program,  the  school  contracts 
with  providers  to  test  the  hearing  of  all  school  age  children.  The 
Office  of  Public   Instruction   previously  administered   this  program. 

MSDB  officials  expressed  a  concern  regarding  who  had  owner- 
ship of  the  equipment  purchased  under  the  audiology  program 
since  1972.  We  reviewed  the  contracts  OPI  and  MSDB  had  with  the 
various  contractors  from  fiscal  year  1980  to  the  present.  These 
contracts  all  had  clauses  specifically  stating  equipment  purchased 
with  audiology  funds  was  to  remain  property  of  the  state  of  Mon- 
tana. We  attempted  to  determine  ownership  of  audiology  equipment 
purchased  prior  to  fiscal  year  1979-80  by  reviewing  available 
contracts  for  audiology  services  between  school  districts  and  the 
providers.  The  contracts  prior  to  fiscal  year  1979-80  were  silent 
regarding  ownership  of  equipment  purchased.  Accordingly,  the 
ownership  is  questionable.  The  school  should  work  with  the 
contractors  having  possession  of  equipment  purchased  prior  to 
fiscal   year   1979-80   to   resolve  the  ownership  question. 

RECOMMENDATION   #9 

WE  RECOMMEND  MSDB  WORK  WITH  AUDIOLOGY  CONTRAC- 
TORS TO  DETERMINE  OWNERSHIP  OF  AUDIOLOGY  EQUIP- 
MENT   PURCHASED   PRIOR   TO    FISCAL  YEAR   1979-80. 


Student  Accounts 

MSDB  maintains  a  detailed  list  of  money  held  for  each  student. 
The  total  of  this  list  should  be  recorded  on  the  school's  primary 
accounting  records.  However,  MSDB's  primary  accounting  records 
at  June  30,  1983  and  1984  are  not  supported  by  the  detailed  list  of 
money  held  for  each  of  the  students.  When  the  school  updated  the 
primary  accounting  records  to  reflect  the  June  30  account  balances 
of    the    student    checking    and    savings    bank    accounts,     it    used    the 


bank  balance   rather   than   the  total  of  the  detail   list,    which  did   not 
take    into    account    reconciling    items    such    as    outstanding    checks. 
As    a    result,    property    held    in    trust    in    the    Agency    Fund    is   over- 
stated  by   $1,042   and   $702   at   fiscal   year-end   1983   and   1984,    respec- 
tively. 

RECOMMENDATION    #10 

WE  RECOMMEND  MSDB  UPDATE  THE  STUDENT  ACCOUNT 
FUND  ON  ITS  PRIMARY  ACCOUNTING  RECORDS  AT  FISCAL 
YEAR-END  TO  REFLECT  THE  SUBSIDIARY  BALANCES  OF 
MONEYS   HELD    IN   TRUST    FOR   STUDENTS. 


FEDERAL  GRANT   COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
the  requirements  in  the  U.S.  Office  of  Management  and  Budget 
"Circular  A-102,  Attachment  P."  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal    laws  and   regulations. 

MSDB  was  a  subgrantee  receiving  federal  funds  from  the 
Office  of  Public  Instruction  for  the  federal  grants  listed  on 
page  27.  We  reviewed  the  major  compliance  areas  in  the  Chap- 
ter I,  School  Foods,  and  Title  VI  C  subgrants.  Areas  reviewed 
included  specific  grant  provisions,  cost  allowability,  and  grantor 
reporting.  For  the  items  tested,  we  found  MSDB  in  substantial 
compliance  with  the  grant  terms  of  agreements  and  federal  regula- 
tions. Nothing  came  to  our  attention  that  causes  us  to  believe 
untested  compliance  items  are  not  in  accordance  with  applicable 
laws  and   regulations. 

INTERNAL   CONTROLS 

We  have  examined  the  financial  schedules  of  MSDB  for  the  two 
fiscal  years  ended  June  30,  1984.  We  issued  our  opinion  dated 
January  10,  1985,  on  these  schedules.  As  part  of  our  examina- 
tion, we  made  a  study  and  evaluation  of  the  school's  system  of 
control.      Our    study   evaluated    the   system   as    required   by   generally 
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accepted  government  auditing  standards  for  financial  and  compli- 
ance audits.      We  classified   the  controls   in   the   following   categories: 

1.  revenue/ receivables; 

2.  payroll; 

3.  expenditures/liabilities; 

4.  plant,    property,    and   equipment; 

5.  trust  accounts;    and 

6.  grants. 

We  evaluated  controls  over  payroll;  trust  accounts;  property, 
plant,  and  equipment;  and  grants.  Through  our  study,  we  deter- 
mined the  nature,  timing,  and  extent  of  our  auditing  procedures. 
We  did  not  evaluate  controls  over  revenue/ receivables  and  expendi- 
tures/liabilities because  the  audit  could  be  performed  more  effi- 
ciently by  expanding  substantive  audit  work.  We  did  not  evaluate 
the  control  systetii  to  the  extent  necessary  to  give  an  opinion  on 
either   individual   segments  or   the  system  as  a   whole. 

The  management  of  MSDB  is  responsible  for  establishing  and 
maintaining  a  system  of  accounting  control.  In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  re- 
quired to  assess  the  expected  benefits  and  related  costs  of  control 
procedures.  The  objectives  of  a  system  are  to  provide  management 
with  reasonable  assurance:  1)  that  assets  are  safeguarded  against 
loss  from  unauthorized  use  or  disposition;  2)  that  transactions  are 
executed  in  accordance  with  management's  authorization;  and 
3)  that  transactions  are  recorded  properly  to  permit  the  prepara- 
tion of  financial  schedules  in  accordance  with  state  accounting 
policies.  Inherent  limitations  in  any  system  of  controls  may  cause 
errors  or  irregularities  to  remain  undetected.  The  current  system 
evaluation  should  not  be  used  to  project  to  future  periods  since 
the  procedures  may  become  inadequate  or  compliance  with  them  may 
deteriorate. 

The  limited  purpose  of  our  study  and  evaluation  described  in 
the  first  paragraph  would  not  necessarily  disclose  all  material 
weaknesses  in  the  system.  Accordingly,  we  do  not  express  an 
opinion     on     the     system     of    controls     used     by     MSDB,        However, 
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during   our  examination,    we  did   not  become  aware  of  any  conditions 
that  we  believe  to  be  a  material   weakness. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  acceptance  by 
the   Legislative  Audit   Committee,    is  a   matter  of  public   record. 

PRIOR   AUDIT    RECOMMENDATIONS 

The  previous  audit  of  the  school  contained  five  recommenda- 
tions still  applicable  to  the  school.  The  school  has  implemented 
three  of  these   recommendations  and  partially   implemented  two. 

The  recommendations  the  school  has  partially  implemented 
concern  General  Fund  expenditures  and  tagging  of  equipment  and 
are  addressed  on   pages  3  and  4  of  this   report,    respectively. 
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AUDITOR'S    REPORT 


AND   SCHEDULES  OF  AGENCY    FINANCIAL  ACTIVITY 


SUMMARY   OF  AUDIT  OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can  be  placed  on  the  amounts  presented.  We  issued 
an  adverse  opinion  on  the  schedule  listed  in  paragraph  four  of  the 
auditor's  opinion  on  pages  14  and  15.  The  reader  sliould  not  place 
reliance  on   the  amounts  presented   in   this  schedule. 

We  issued  an  unqualified  opinion  on  the  schedules  and  funds 
listed  in  paragraph  five  of  the  auditor's  opinion  on  page  15.  The 
reader  may  rely  on  the  fairness  of  the  amounts  presented  in  these 
schedules  when  analyzing   the  school's  operations. 
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ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 
FINANCIAL/COMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  tine  Montnna   State   Legislature: 

We  have  examined  the  financial  schedules  of  the  various  funds 
of  the  Montana  School  for  the  Deaf  and  Blind  (MSDB)  for  each  of 
the  two  fiscal  years  ended  June  30,  1983  and  1984  as  shown  on 
pages  17  through  26.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  and  Standards  for 
Audit  of  Governmental  Organizations,  Programs,  Activities,  and 
Functions  and,  accordingly,  included  such  tests  of  the  accounting 
records  ar^d  such  other  auditing  procedures  as  we  considered 
necessary    in    the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  school's 
financial  schedules  arc  prepared  in  accordance  with  state  account- 
ing policy.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

In  fiscal  year  1983-84,  $15,870  of  indirect  cost  revenue  was 
not  recognized  in  the  General  Fund  because  of  an  error  made  in  a 
transaction  entered  by  another  agency.  This  error  understated 
revenue   in   the  General    Fund. 

In  our  opinion,  because  of  the  effects  of  the  matter  discussed 
in  paragraph  three,  tlie  Schedule  of  Revenue  -  Estimate  and  Actual 
of    the   General    Fund    for    the    two    fiscal    years   ended    June   30,    1984, 
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does  not  present  fairly  the  results  of  operations  and  the  changes 
in  fund  balance  of  such  f'  's  of  the  Montana  School  for  the  Deaf 
and  Blind  for  each  of  ti.e  fiscal  years  ended  June  30,  1983  and 
1984,  in  conformity  with  the  basis  of  accounting  described  in 
Note  1 . 

In  our  opinion,  the  schedules  listed  below  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balance  of  such 
funds  of  the  Montana  School  for  the  Deaf  and  Blind  for  each  of  the 
fiscal  years  ended  June  30,  1983  and  1984,  in  conformity  with  the 
basis  of  accounting  described  in  Note  1  .  applied  on  a  consistent 
basis. 

Schedule  Name  Fund  Fiscal  Year 

Schedule  of  Changes  in  General  Fund    For  the  two  fiscal  years 

Fund  Balance  ended  June  30,  1984 

Schedule  of  Changes  in         Special  Revenue   For  the  two  fiscal  years 
Fund  Balance  ended  June  30,  198A 

Schedule  of  Revenue  -  Special  Revenue      1982-83,  1983-84 

Estimate  and  Actual 

Schedule  of  Program  Expen-  General  Fund  1982-83,  1983-84 
ditures  by  Fund  -  Budget  Special  Revenue  1982-83,  1983-84 
and  Actual 

Schedule  of  Program  Expen-  1982-83,  1983-84 

ditures  by  Object 

Schedule  of  Agency  Fund  Agency  1982-83,  1983-84 

Additions  and  Deductions 

Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  schedules  referred  to  in  paragraph  one. 
The  accompanying  Schedule  of  Grant  Receipts  is  presented  for 
additional     analysis    and    disclosure    purposes.       The    schedule     has 
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been  subjected  to  the  tests  and  other  auditing  procedures  applied 
in  the  examination  of  the  financial  schedules  above,  and  is  fairly 
stated  in  all  material  respects,  in  relation  to  the  financial  sched- 
ules  referred  to  in   paragraph  one. 

Respectfully  submitted. 


January   10,    1985 


Approved: 

Robert  R.    Ring\4)od 
Legislative  Auditor 


James  Cillett,    CPA 
Deputy   Legislative  Auditor 
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MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


General 


Special 
Revenue 


FUND  BALANCE,  JULY  1,  1982 

ADDITIONS: 
Fiscal  Year  1983 
Revenue 

Total  Revenue  and  Transfers  In 
Prior  Year  Revenue  Adjustment 
Support  from  State  of  Montana 
Support  from  State  Lands 
Fiscal  Year  1984 
Revenue 

Total  Revenue  and  Transfers  In 
Prior  Year  Revenue  Adjustment 
Support  from  State  of  Montana 
Support  from  State  Lands 
Total  Additions 

REDUCTIONS: 
Fiscal  Year  1983 
Expenditures 

Prior  Year  Expenditure  Adjustment 
Fiscal  Year  1984 
Expenditures 

Prior  Year  Expenditure  Adjustment 
Total  Reductions 

Direct  Entries  to  Fund  Balance 

FUND  BALANCE,  JUNE  30,  1984 


-0- 


-0- 


1,769,159 


-0- 


7,986 
2,368,769 

4,145,914 


1,769,928 
(769) 

2,397,845 
(21,090) 
4,145.914 


-0- 


$  265,335 


341,758 

341,758 

20,658 

230,802 

221,469 

221,469 

(226,120) 

222,067 
810,634 


594,824 
(13,546) 

434,334 
(180) 
1.015,432 

(20,522) 

$   40,015 


1 


1 


See  note  8  to  the  financial  schedules, 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Account- 
ing System.   Additional  information  is  provided  In  the  notes  to  the 
financial  schedules  on  pages  24  through  26. 
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Investment 
Earnings 


MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 

SCHEDULE  OF  REVENUE  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Federal 
Assistance 


Grants 

Gifts,  Requests, 

and  Donations 


Sale  of 
Documents, 
Merchandise, 
and  Property 


Reimbursements       Total 


FISCAL  YEAR  1983-84 
General  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over (Under) 
Estimate 

Special  Revenue  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over(Under) 
Estimates 


$  30,000 


$(30,000) 


$  15,870 
-0- 

$(15,870) 


$216,326 
213.940 

(2,386) 


$  30,000 


$(30,000) 


$  18,000 
7,529 

$(10,471) 


$  15,870 
-0- 

$(15,870) 


$294,326 
221,469 

$(72,857) 


FISCAL  YEAR  1982-83 
General  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over(Under) 
Estimate 


Special  Revenue  Fund 
Estimated  Revenue 
Actual  Revenue 
Collections  Over(Under) 
Estimate 


$  18,000 
30,347 

$  12,347 


$208,034 
243,432 

$  35,398 


$  20,000 
60,204 

$  40,204 


6,500 
7,775 


$   1,275 


$252,534 
341,758 

$  89,224 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  24  through  26. 


Additional  information  is  provided  in  the  notes  to  the 
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MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 


GENERAL  FUND 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


SPECIAL  REVENUE  FUND 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


PROGRAM  TOTAL 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


SCHEDULE  OF  PROGRAM  EXPENDITURES 

BY  FUND  -  BUDGET  AND  ACTUAL 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1984 

Administration 

Program 

G( 

2neral  Services 
Program 

Student 

Services 

Program 

$632,706 

Education 
Program 

$  818,025 

Donated 

Funds 
Program 

Audiology 
Program 

$1,439,203 

Total 

$180,126 

$287,619 

$3,357,679 

131,151 

32,055 

1,181 

121,117 

163,122 

430 

284,669 

549,632 

81,209 

1,227 

632,068 

— 

715,498 

96,110 

4,975 

816,583 

500,138 

1,517,398 

872,634 

7,813 

164,387 

500,138 

2,397,845 

$  15,739 

$   2,950 

$    638 

^ 

1,442 

$   939,065 

$   959,834 

$  30,000 

1_ 

387,465 

$30,000 

$   447,465 

30,000 

— 

372,197 

13,785 

1,449 

387,431 

12,196 

4,707 

16,903 

372,197 

55,981 

6,156 

30,000 

434,334 

$  -0- 

i_ 

34 

$13,097 

$    13,131 

$180,126 

$287,619 

$662,706 

11 

,205,490 

$30,000 

$1,439,203 

$3,805,144 

131,151 

32,055 

1,181 

121,117 

163,122 

430 

284,669 

549,632 

111,209 

1,227 

662,068 

1 

,087,695 

109,895 

6,424 

,204,014 

12,196 

4,707 

16,903 

500,138 

1,889,595 

928,615 

13,969 

164,387 

500,138 

2,832,179 

$  15,739 

$   2,950 

$    638 

i_ 

1,476 

$13,097 

$   939,065 

$   972,965 

See  note  9  to  the  financial  schedules. 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  24  through  26. 
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MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 


GENERAL  FUND 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


SPECIAL  REVENUE  FUND 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


PROGRAM  TOTAL 
Budget 
Actual 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


SCHEDULE  OF  PROGRAM  EXPENDITURES 

BY  FUND  -  BUDGET  AND  ACTUAL 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1983 

Administration 
Program 

General 

Services 

Program 

$284,122 

Student 
Services 
Program 

$615,001 

Education 
Program 

$   728,053 

Donated 

Funds 
Program 

Total 

$159,429 

$1,786,605 

124,224 

25,917 

9,086 

159,227 

106,066 

169,736 

3,900 

279,702 

511,040 

102,957 

403 

614,400 

— 

609,425 

99,344 

7,830 

716.599 

1,350,755 

397,954 

21,219 

1,769,928 

$    202 

$   4,420 

$    601 

I_ 

11,454 

$   16,677 

$  30,000 

l_ 

596,996 

$30,000 

$   656,996 

30,000 

— 

493,866 

37,138 

3,903 

534,907 

28,325 

1,592 

29,917 

493,866 
95,463 

5,495 

30,000 

594,824 

$  -0- 

I_ 

62,089 

$    83 

$   62,172 

$159,429 

$284,122 

$645,001 

n 

,325,049 

$30,000 

$2,443,601 

124,224 

25,917 

9,086 

159,227 

106,066 

169,736 

3,900 

279,702 

511,0^i0 

132,957 

403 

644,400 

1 

,103,291 

136,482 

11,733 

,251,506 

28,325 

1,592 

29,917 

1,844,621 

493,417 

26,714 

2,364,752 

$    202 

$  4,420 

$    601 

1_ 

73,543 

$    83 

$   78,849 

See  note  9  to  the  financial  schedules. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  24  through  26. 
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MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 

Total  Personal  Services 


SCHEDULE  OF 

PROGRAM  EXPENDITURES  BY 

OBJECT 

FOR  FISCAL  YEAR  ENDED 

JUNE  30, 

1984 

General 

Student 

Donated 

Administration 

Services 

Services 

Education 

Funds 

Audiology 

Program 

Program 
$   2,648 

Program 
$160,102 

Program 
$   710,398 

Program 

Program 

Total 

$  64,868 

$   938,016 

44,557 

96,078 

283,130 

179,898 

603,663 

21,726 

22,391 

106,399 

197,399 

347,915 

131,151 

121,117 

549,631 

1,087,695 

1,889,594 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


3,179 

6,833 

7 

,540 

23,616 

$ 

40 

$500, 

,138 

541,346 

3,901 

24,727 

66 

,449 

47,123 

8: 

,482 

150,682 

18,373 

127 

10 

1,719 

100 

20,329 

4,074 

36 

,865 

27,236 

719 

68,894 

367 

893 
113,945 

20 

1,646 

2.926 
113,945 

412 

15,937 

161 

4,086 

564 

21,160 

1,749 

660 
163,122 

111 

165 

,210 

4,469 
109,895 

2 
12 

,291 
,196 

9,334 

32,055 

500, 

,138 

928,616 

EQUIPMENT 
Equipment 

Total  Equipment 


TOTAL  PROGRAM  EXPENDITURES 


1,181 


1,181 


$164.387 


430 

1,227 

6.424 

430 

1,227 

6.424 

$284,669 

$662,068 

$1,204,014 

4.707 
4.707 


$16.903     $500.138 


13,969 


13.969 


$2,832,179 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  24  through  26. 


Additional  information  is  provided  in  the  notes  to  the 


21 


MONTANA  SCHOOL  FOR  THE  DEAF  AND  BLIND 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 

Total  Personal  Services 


SCHEDULE 

OF 

PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  FISCAL 

YEAR  ENDED 

JUNE 

30,  1983 

General 

Student 

Donated 

Administration 

Services 

Services 

Education 

Funds 

Program 

Program 
$    219 

Program 
$113,898 

Program 
$  880,715 

Program 

Total 

$  61,603 

$1,056,435 

42,852 

86,344 

301,582 

31,612 

275 

462,390 

275 

19,768 

19,503 

95,559 

190,689 

325,519 

124,223 

106,066 

511,039 

1,103,291 

1,844,619 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


1,779 

6,200 

10 

,509 

37,447 

$  2,065 

58,000 

2,837 

21,447 

83: 

,436 

55,638 

18,295 

181,653 

14,957 

24 

55 

3,692 

91 

18,819 

5,324 

3,388 

38; 

,237 

26,745 

2,618 

76,312 

283 

459 
122,441 

254 

3,653 

323 

4,972 
122,441 

38 

14,836 

422 

4,325 

676 

20,297 

700 

941 

45 

4,982 

4,257 

10,925 

25,918 

169,736 

132 

,958 

136,482 

28,325 

493,419 

EQUIPMENT 
Equipment 

Total  Equipment 


TOTAL  PROGRAM  EXPENDITURES 


9,086 


9,086 


$159,228 


3,900 


3,900 


$279,702 


403 


403 


$644,400 


11 

,733 

11; 

,733 

$1, 

,251 

,506 

1,592 
1,592 


$29,917 


26,714 


26,714 


$2,364,752 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  24  through  26. 


Additional  information  is  provided  in  the  notes  to  the 
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MONTANA  SCHOOL  FOR  THE  DEAR  AND  BLIND 
SCHEDULE  OF  AGENCY  FUND  -  ADDITIONS  AND  DEDUCTIONS 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


Property  Held  in  Trust  Balance,  July  1,  1982  $  4,641 

ADDITIONS: 

Receipts  37,012 

Interest  Income  95 

Total  Additions  37,107 

DEDUCTIONS: 

Disbursements  37,855 

Total  Deductions  37,855 


Property  Held  in  Trust  Balance,  June  30,  1983  $  3,893 


ADDITIONS: 

Receipts  38,772 

Interest  Income  38 

Total  Additions  $38,810 

DEDUCTIONS: 

Disbursements  29,947 

Total  Deductions  $29,947 

Property  Held  in  Trust  Balance,  June  30,  1984  $12,756 


The  amounts  on  this  schedule  came  from  MSDB's  manual  accounting 
records.  Statement  of  Student  Accounts,  and  do  not  tie  to  the  pri- 
mary accounting  records.  MSDB  erred  in  updating  the  student 
account  balances  at  fiscal  year-end  1983  and  1984  as  discussed  on 
page  9  of  the  report.  Activity  of  student  accounts  is  not  shown  on 
the  accounting  records. 
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MONTANA   SCHOOL   FOR  THE 

DEAF 

AND 

BLIND 

NOTES  TO   FINANCIAL 

SCHEDULES 

JUNE    30,    1983    AND    JUNE    30, 

198't 

T .      SUMMARY   OF   SIGNIFICANT    ACCOUNTING    POLICIES 

Basis  of  Presentation 

The     financial     schedules     are     prepared     from     the  Statewide 

Budgeting    and    Accounting    System    without    adjustments.  Accounts 

are   organized    on    the    basis   of   funds   according    to    state  law.      The 
following   fund  types  are  used  by   the  school: 

General  Fund  -  accounts  for  all  financial  resources  except 
those   required   to  be  accounted   for   in   other   funds. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specific  purposes.  Legislative  appropriation  is  required 
to  spend   from   this   fund. 

Trust  and  Agency  Fund  -  accounts  for  assets  held  in  trust  or 
as  an  agent  by  the  school  for  others.  The  major  item  ac- 
counted for  in  these  funds  by  the  school  are  student  ac- 
counts. A  legislative  appropriation  is  not  required  to  spend 
from  these  funds. 

Fixed  Asset  Account  Group  -  a  self-balancing  group  of  ac- 
counts  iet  up  to  establish  accounting  control  and  account- 
ability  for  the  state's  general   fixed  assets. 

2.      BASIS   OF  ACCOUNTING 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting  which  is  described  in  the  Montana  Operations  Manual. 
Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation 
exists  when  the  associated  liability  is  iticurred  except  for  the 
following  items  which  are  also  considered  valid  obligations  under 
state  accounting   policy: 

—  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued. 
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-The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year   in   which   budgeted. 

-Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year   in   which   the  anticipated  expenditure   is   to  be  accrued. 


3.  VACATION   AND   SICK    LEAVE 

Teachers  at  the  school  accumulate  sick  leave  while  all  other 
employees  at  the  school  accumulate  both  vacation  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  vacation  and  25  per- 
cent of  unused  sick  leave  credits  upon  termination.  Accumulated 
unpaid  liabilities  for  vacation  and  sick  leave  are  not  reflected  in 
the  financial  schedules  of  the  Montana  School  for  the  Deaf  and 
Blind.  Expenditures  for  termination  pay  currently  are  absorbed  in 
the  annual  operational  costs  of  the  school.  At  June  30,  1984,  the 
school  has  a  liability  of  $62,366  for  vacation  leave  and  $35,602  for 
sick   leave. 

4.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS). 
The   school's  contributions   to  these   plans  are   shown   below: 


Fiscal   Year  Fiscal   Year 
1982-83  1983-84 

PERS  $60,738  $    62,271 

TRS  34,676  40,121 

Total  $95,414  $102,392 


5.      GENERAL   FUND 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule 
the   beginning   and  ending    fund   balance  will   always   be   zero. 


25 


6.      GENERAL   FIXED   ASSETS 

The    school    records    assets    on    the    State's    Property    atid    Ac- 
countability Management   System,      Fixed   asset   balances   at   June  30 
1984  and   the  changes  since  June  30,    1982   follow: 


Land 

Buildings 

Other  Improvements 

Equipment 


6/30/82 
Balance 

$   118,456 

1,625,118 

724,600 

217,819 

$2,685,993 


Net  Additions 
(Deletions) 

$    -0- 
5,042,274 
(44,600) 
283,430 
$5,281 ,104 


6/30/84 
Balance 

$   118,456 

6,667,392 

680,000 

501.249 

$7,967,097 


The  increase  in  buildings  was  due  to  the  construction  on  three 
new  cottages,  a  food  service,  and  a  gymnasium.  Construction  of 
these  buildings  was  99-100   percent  complete  at  June  30,    1984. 

8.  DIRECT   ENTRY   TO    FUND   BALANCE 

The  direct  entry  to  fund  balance  on  the  Schedule  of  Changes 
in  Fund  Balance  was  a  transaction  entered  by  the  Department  of 
Administration's  Accounting  Division  to  zero  out  fund  balance  in 
the   Federal   Special    Revenue   Fund. 

9.  EDUCATION    EXPENDITURES 

Education  expenditures  in  the  Special  Revenue  Fund  for  fiscal 
year  1983-84  decreased  significantly  because  of  reduced  federal 
grant  funding  and  a  decrease  in  the  interest  and  income  appropria- 
tion. If  MSDB  had  obtained  a  budget  amendment  for  non-General 
Fund  moneys,  as  outlined  in  pages  3  and  4  of  the  report,  the 
decrease  would   have  been   less  significant. 
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MONTANA  STATE  SCHOOL  FOR  THE  DEAF  AND  BLIND 

SCHEDULE  OF  GRANT  RECEIPTS 

FISCAL  YEARS  ENDED  JUNE  30,  1983  and  I98A 


Fiscal  Fiscal 
U.S.  Department  of 

Education                 Grant  Number       Year  1983  Year  1984 

Title  VI  C              300-78-0192            18,240  4,314 


State  of  Montana 

Office  of  Public  Instruction 

ECIA  Chapter  1 

Special  Foods 

Career  Education 
Title  II 
ESEA  IV  C 


83-32-6001-1401A 

$188,554 

84-32-6001-1401A 

$186,708 

0906001 

26,964 

0906001 

34,205 

81-29-6001-9041 

26,289 

83-39-6001-1215B 

793 

82-25-6001-009 

12,000 

Total  Grant  Receipts  $272,840    $225,227 


Schedule  shows  actual  receipts  and  does  not  tie  to  Federal  Assis- 
tance revenue  reported  on  the  Schedule  of  Revenue  -  Estimate  and 
Actual. 
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AGENCY    RESPONSE 


SCHOOL  FOR  THE  DEAF  AND  THE  BLIND 


3911  CENTRAL  AVENUE 


STATE  OF  MONj^NA 


GREAT  F/jiLlls,  MONTANA  59401 


TED  SCHWINDEN  GOVERNOR 


WONIANA  LLGlbLA 


iivL  AI.'OITOR 


(406)453-1401 


May  14,  1985 

Robert  R.  Ringwood ,  Legislative  Auditor 

Room  135 

State  Capitol 

Helena,  Montana   59620 

Dear  Mr.  Ringwood: 

This  letter  is  in  response  to  your  audit  report  on  the  Montana 
School  for  Deaf  and  Blind  for  the  two  year  period  ending 
June  30,  1984.   Please  keep  in  mind  that  these  responses  to 
your  audit  recommendations  will  have  to  be  approved  by  the 
Board  of  Public  Education  action.   In  the  future,  I  recommend 
that  the  exit  conference  for  this  agency,  be  held  with  the 
Board  of  Public  Education  and  not  just  with  the  executive  of 
this  agency.   I  would  like  to  thank  you  and  your  staff  for  the 
helpful  recommendations  contained  in  the  audit  report. 

In  response  to  the  recommendations  contained  in  the  audit  report, 
we  offer  the  following  comments. 

Re  commend  at  ion  -  Page  3^ 

We  recommend  MSDB  comply  with  the  budget  amendment  process  and 

charge  expenditures  to  the  proper  program  and  budget  category. 

Comment  s : 

Concur.   The  school  will  process  a  budget  amendment  prior  to 
charging  costs  to  a  program  rather  than  after  the  costs  are 
incurred . 

Re  commend  at  ion  -  Page  4_ 

We  recommend  MSDB  request  a  budget  amendment  to  replace  general 
fund  appropriations  with  a  nongeneral  fund  appropriation  of 
available  cash  in  the  special  foods,  interest  and  income,  and 
athletics  operations. 

Comment  s : 

Concur.   The  school  will  request  a  budget  amendment  to  replace 
general  fund  appropriations  with  nongeneral  fund  appropriations. 
Complying  with  this  recommendation  will  likely  result  in  placing 
the  school  in  a  supplemental  situation  in  FV'86  since  the 
Appropriations  Subcommittee  appropriated  the  projected  fund  balance 
on  June  30,  1985  in  the  interest  and  income  funds. 


/\w  MJr'i!   iti-roiiiiivi  r^  I  ^f/'i  ( 'Vf  .( 
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Robert  R.  Ringwood 
May  14,  1985 
Page  2 

Re  commend  at  ion  -  Page  4^ 

We  recommend  MSDB  record  receipts  from  athletic  events  in  the 

school's  other  special  revenue  fund  account. 

Comment  s  : 

Concur.   The  school  is  presently  complying  with  this  recommendation 

Re  commend  at  ion  -  Page  4_ 

We  recommend  MSDB  require  advance  payment  in  accordance  with  state 

law  before  admitting  non-resident  students. 

Comment  s : 

Concur.   The  school  will  require  advance  payment  prior  to  admitting 

out-of-state  students. 

Recommend a  t  ion  -  Page  ^ 

We  recommend  MSDB  tag  all  property  items  in  accordance  with  state 

policy . 

Comment  s  ; 

Concur.   The  school  will  tag  all  property  items. 

Re  commend  at  ion  -  Page  6^ 

We  recommend  MSDB  ensure  transactions  input  by  other  agencies  are 

correct . 

Comment  s : 

Concur.   The  school  personnel  will  more  closely  review  transactions 

input  by  other  agencies. 

Recommend at  ion  -  Page  6 

We  recommend  MSDB  establish  accruals  and  deferrals  of  Federal 

grant  revenue  on  the  accounting  system. 

Comment  s : 


Concur 


Re  commend  a  t  ion  -  Page  6^ 

We  recommend  MSDB  seek  reimbursement  for  federal  grants  to  the 

fullest  extent  possible. 

Comment  s  : 
Concur . 

Re  CO  mm  end  at  ion  -  Page  ]_ 

We  recommend  MSDB  work  with  the  Board  of  Public  Education  to 

establish  an  arms  length  relationship  with  the  Troundation. 
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Robert  k.  Ringwood 
May  14,  198  5 
Page  3 

Comment  s : 

Concur.   The  school  will  work  with  the  Board  of  Public  Education 
to  remove  the  school  personnel  involvement  with  the  administration 
ot  the  Foundation.   however,  this  decision  rests  with   tne  Board 
of  Public  Education. 

R  e  c  o  111  m  e  n  d  n  t  ion  -  P  a  g  e  8 

We  recommend  MSDB  record  the  receipt  of  donations  and  expenditure 
of  Foundation  money  on  the  accounting  records  in  the  other  special 
revenue  fund. 

Comment  s : 

Concur.   The  School  will  work  with  the  Board  of  Public  Education  to 
record  receipt  and  expenditure  of  Foundation  money  on  the  accounting 
records . 


Recommendation  -  Page  8 

We  recommend  MSDB  review  uncleared  collections  at  fiscal  year  end 

insure  revenue  is  recorded  in  the  proper  year. 


to 


Commen  t  s  : 
Concur. 

Recommendation  -  Page  9^ 

We  recommend  MSDB  work  with  audio  logy  conctractors  to  determine 

ownership  of  audio  logy  equipment  purchased  prior  to  fiscal  year 

19/9-80. 

Commen  t  s : 

Concur.   MSDB  will  continue  to  work  with  audiology  contractors  to 

determine  ownership  ot  equipment  purchased  prior  to  1979-80. 

Re commend a  t  ion  -  Page  1  0 

We  recommend  MSDB  update  the  student  account  fund  on  its  primary 
accounting  records  at  fiscal  year-end  to  reflect  the  subsidiary 
balances  of  moneys  held  in  trust  tor  students. 

Commen  t  s : 

Concur.   MSDB  will  update  our  student  account  fund  on  our  primary 

accounting  records  at  fiscal   year-end. 


S  i  n  c  e  r  c  I  V  , 


ing,  S  uper  ii^^nd  en  t 


?nZ,^\ 


Miral  D.  Gamradt,    Bus 


Manager 


RJD/jc 
Enc  .  : 


30 


■'^ 


